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IN THE MATTER OF *
FEDERAL-STATE JOINT BOARD * CC DOCKET NO. 96-45
ON UNIVERSAL SERVICE DA 98-2410

SECOND RECOMMENDED DECISION

INITIAL COMMENTS
OF THE
JOINT STATE COMMISSIONS

I. INTRODUCTION

On November 25, 1998, the Common Carrier Bureau (“CCB”) of the Federal
Communications Commission (“FCC” or “Commission”) released a Public Notice (DA
98-2410) seeking comment on the Federal-State Joint Board on Universal Service (“Joint

' In response to this Public Notice, the

Board”) Second Recommended Decision.
Maryland Public Service Commission, the Connecticut Department of Public Utility
Control, the Delaware Public Service Commission, the Illinois Commerce Commission
and the Massachusetts Department of Telecommunications and Energy
(“Joint State Commissions”) submit the following initial comments.

The Joint State Commissions support the efforts of the Joint Board to design

programs which achieve the universal service goals of the 1996 Act. Sadly, the Second

Recommended Decision constitutes, at best, a missed opportunity because it fails to

! Federal State Joint Board on Universal Service, Second Recommended Decision, CC Docket No. 96-45,
FCC 98]-7 (Nov. 25, 1998). (“Second Recommended Decision”)
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address some of the fundamental issues regarding universal service and establish a more
equitable and efficient path for the future.

The problems created by the First Universal Service Order® are not small. Mid-

course correction of the technical details in the new program is not enough. In the Second

Recommended Decision, the Joint Board introduces vague proposals and recommends

implementing a new program without presenting any evidence regarding its effect on
ratepayers. The Joint Board is pushing ahead with additional funding for the program
while failing to address vital issues. Rather than focus on the details of one possible
solution, the Joint Board should have addressed whether this proposed solution is even
necessary.

The Joint State Commissions believe that the FCC should take this opportunity to
review the entire implementation of section 254. The scope and mechanics of the new
universal service system should be totally and fully reevaluated. If the FCC declines to
conduct such a searching review, any proposal adopted by the FCC at this time should:?

ey prohibit the size of the new federal high cost fund for non-rural
carriers from exceeding the cost of the existing high cost programs;

2) reject and/or amend the hold harmless commitment;

3) define clearly “reasonably comparable” and determine whether
existing rates already are comparable;

4 place conditions on the receipt of support;

? Federal-State Joint Board on Universal Service, Report & Order, CC Docket No. 96-45, 12 FCC Red.
8776 (1997), appeal pending Texas Office of Public Usility Counsel v. FCC, No. 97-60421 (5% Cir.) (“First
Universal Service Order.”) These problems include focusing on increasing the size of the fund rather than
on creating a predictable, explicit and competitively neutral mechanism; failure to narrowly direct high cost
support to truly high cost and needy areas; including single business lines in the definition of universal
service; and finding that the FCC has authority to assess intrastate revenues.

* The Joint State Commissions are commenting only on those issues it deems critical to an appropriately
designed high cost program. The Joint State Commission’s failure to comment on any issue should not be
interpreted as assent to the Joint Board’s recommendations.
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%) delay the implementation of the proxy model until the results are
available for review;

(6) clarify that states are not required to establish their own universal
service funds;

@) investigate further the possibility of providing high cost support in

the form of a “block grant” to the states;

II. BACKGROUND

On February 8, 1996, the Telecommunications Act of 1996 (1996 Act”) was
signed into law by President Clinton. Section 254 of the 1996 Act requires the FCC, and
permits state commissions, to establish a mechanism to maintain universal telephone
service. At least three kinds of support are specifically enumerated in the 1996 Act:
support for high costs areas; support for schools, libraries and rural health care providers;
and support for low-income customers.

In section 254, the 1996 Act provides a specific mandate to the FCC to institute a
Joint Board to recommend procedures for the 1996 Act’s various requirements regarding
universal serviée. Pursuant to the mandates contained in the 1996 Act, the FCC issued a
Notice of Proposed Rulemaking (“NPRM”) on March 8, 1996. The NPRM established a
Joint Board and requested comment on how to implement various provisions of section
254.

On November 8, 1996, the Federal-State Joint Board adopted a Recommended
Decision regarding universal service. Among other things, the Joint Board recommended
that the FCC specifically seek additional information on a number of topics. On
November 18, 1996, the CCB issued a Public Notice seeking comment on the

Recommended Decision.
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On May 8, 1997, the FCC issued the First Universal Service Order. In this

Order, the FCC adopted a four- step methodology for determining the appropriate level of
federal universal service support that non-rural carriers receive. The Commission
determined that non-rural carriers servicing rural, insular and high cost areas (collectively
referred to as “high cost areas”) would receive support based on forward-looking
economic costs beginning January 1, 1999, while rural carriers serving high cost areas
would move to a forward-looking methodology no sooner than January 1, 2001.

The Commission also determined that it would assess and permit recovery of
contributions to the high cost support mechanisms based only on interstate revenues
because such an approach would continue this historical method for recovering universal
service support contributions and promote comity between the federal and state
governments. Thus, the FCC concluded that carriers may recover their contributions
through interstate access and interexchange revenues.’

On March 11, 1998, the state members of the Joint Board filed a request asking
the FCC to refer back to the Joint Board certain issues related to the determination of
high cost support. On July 17, 1998, by referral order, the FCC requested that the Joint
Board provide recommendations on issues relating to: 1) appropriate methodology for
determining and distributing support amounts; 2) whether federal support should be
applied to the intrastate jurisdiction; and 3) whether it is reasonable for providers to
recover universal service contributions through rates, surcharges or other means.

On November 23, 1998, the Joint Board issued its Second Recommended

Decision, making recommendations on, among other things, a definition of reasonably

comparable and a methodology for determining and distributing support amounts.

* First Universal Service Order, 12 FCC Red. at 9198-9203, paras. 824-836.
*1d., 12 FCC Red. at 9199-9200, paras. 829-830.
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III. ARGUMENT
A) THE FUND SIZE FOR NON-RURAL LOCAL EXCHANGE
CARRIERS SHOULD NOT EXCEED THE PRESENT
LEVEL.
There is general recognition that universal service largely has been achieved. As
the Joint Board noted “[r]ates today are generally affordable and subscribership is
currently very high in most areas of the nation.”® Furthermore, “[p]resent rates are

7 Thus, as a

sufficient to cover costs of serving most customers across the nation.”
threshold matter, telephone rates in the United States are generally affordable and meet
the comparability principles enunciated in the 1996 Act. The Joint Board should have
begun its deliberations with the presumption that no increase in any non-rural carrier’s
high cost support currently is necessary to achieve the 1996 Act’s universal service goals.

The Joint State Commissions urge the FCC to create a federal support mechanism
that does not increase the current total support for non-rural carriers.® Past support
programs may not have been perfect, but they have worked quite well. Statistics released
by the FCC reveal that the nationwide penetration level of households is 93.9 percent.
This penetration rate has remained relatively stable in the last several years. Given that a

high penetration level has been largely achieved nationwide with the current level of

federal universal service funding, any increase in the size of the high cost fund is

$ Second Recommended Decision, at para. 39.

"1d., at para. 15.

¥ Current federal universal support for non-rural carriers for the fourth quarter of 1998 is projected to be
$253 million on an annualized basis, of which $140 million is received by Puerto Rico.
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unjustified. Since one can reasonably conclude that universal service already is largely
achieved, ratepayers should not be required to contribute additional funds.’
Congress’ enactment of section 254 was based on the fundamental premise that

local competition would necessitate a system of explicit support to maintain affordable

rates. The 1996 Act mandates construction of an explicit universal service funding
mechanism to ensure “sufficient” funding if and when competition erodes implicit
subsidies.'® As noted by Commissioner Ness, “[T]he Joint Board members generally
agree that local competition is not yet developing quickly, and they detect no clear
evidence that sources of implicit support have been undermined.”"!

Because there is currently limited local competition, additional high cost funding
is not necessary. Additional universal service support should not flow until competition
actually develops and then only if necessary.'> If additional federal support is needed
after competition begins at the local level, the issue can be addressed at that time with the
benefit of actual data.'’ It has not been demonstrated that the non-rural carriers require

additional federal universal support under present conditions. Their telecommunications

? As the Senate Commerce Committee found, the 1996 Act does not require the FCC to adopt a program
that requires the level of high cost universal service support to become more expensive and burdensome to
unsubsidized ratepayers than it is today. Sen. Rep. No. 1. 104-23, 104" Cong., 1% Sess., 25-26 (1995).

' The Joint Board concurs in this interpretation of the 1996 Act. “In the 1996 Act, legislators recognized
that existing support mechanisms could be threatened as effective competition materializes. Congress also
made clear in the 1996 Act that federal and state regulators must ensure that universal service is preserved
and advanced as we move from a monopoly to a competitive market.” Second Recommended Decision, at
para. 1. See, also, paras. 3 and 15.

" Second Recommended Decision, Separate Statement of Commissioner Susan Ness, at page 2.

12 As the Joint Board noted, “[Ijncumbent LECs here to date have not demonstrated that implicit support
has eroded as a result of competition.” Second Recommended Decision, at para. 50. See, Separate
Statement of Commissioner Laska Schoenfelder, dissenting, pg. 1.

" Some commentators have argued that it was competition that caused higher penetration rates. According
to Milton Mueller, high levels of telephone penetration are not attributable to an industry — government
commitment but to years of access competition (before 1920) which spurred the Bell system to sign up as
many customers for service as it could. See, Milton L. Mueller, Jr., Universal Service: Competition,
Interconnection and Monopoly in the Making of the American Telephone System (1997). Thus,
competition may have the unexpected effect of increasing telephone penetration in rural areas.




JOINT STATE COMMISSION’S COMMENTS; 12/23/98 Page 7

services revenues, measured at the study area level, are more than sufficient to cover
costs, even without taking the access contribution into account.

While it may be found that redistribution of currently available high cost support
is desirable to improve rate comparability, it has never been demonstrated that the total
amount of fund support needs to be increased. Funding at the current level will more
than meet the section 254 requirement that support be “sufficient.” Most importantly, the
current level of funding would provide sufficient support without creating additional

burdens on ratepayers.

B) THE “HOLD HARMLESS” COMMITMENT VIOLATES
THE 1996 ACT.

In its Report to Congress, the FCC stated:

The Commission will work to ensure that states do not receive less
funding as we implement the high cost mechanisms under the 1996
Act. We find that no state should receive less funding as we
implement the high cost support mechanisms under the 1996 Act.!

The Joint Board noted its support for this commitment in the Second Recommended

Decision."” This commitment, however, violates the 1996 Act.

Section 254 speaks of the preservation of universal service, not the preservation of
universal service funding. 47 U.S.C. §254(b), (d) & (f). Furthermore, the Joint Board has
ignored its Congressional mandate to fully re-examine the high cost program.'® The FCC

stated that it “found” that no state should receive less funding. But there is no evidence on

4 Report to Congress, FCC 98-67, at para. 219.

15 Second Recommended Decision, at paras. 4, 5n, 6, 41 and 53.

1 “The conferees intend that, in making its recommendations to the Commission, the Joint Board will
thoroughly review the existing system of Federal Universal Service support.” Joint Explanatory Statement
of the Committee of Conference, at page 16. The language of the 1996 Act is less revealing: “the
Commission shall institute and refer to a Federal — State Joint Board ... recommended changes ... in order
to implement section 214(a) and this section, including the definition of the services that are supported by
Federal universal service support mechanisms and a specific timetable for completion of such
recommendations .” 47 USC §254(a). Federal courts have held that when interpreting a statute that does
not clearly state the legislature’s intent in enacting the law, the courts look to the legislative history for an
explanation. Stupy v US Postal Service, 951 F.2d 1079 (9™ Cir. 1991)
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the record to support this finding. The FCC and the Joint Board have arbitrarily
determined the base level of support without any evidence that this level of support is
necessary to achieve the objectives of the 1996 Act. By supporting a “hold harmless”
commitment to high cost states, the Joint Board implicitly acknowledges that it has not
complied with its Congressional mandate, as provided for in the Conference Report to
“thoroughly review the existing system.” If the Joint Board had conducted this analysis,
its conclusion would not have been the mere recitation of the status quo, or “hold
harmless” principle, for high cost states.

Support should not last into perpetuity independent of changed circumstances in
technology, markets, and competition. Rather than continue in perpetuity, universal
service support to non-rural carriers should be thoroughly examined and the determination
should be made for how this support can be reduced or phased-out.

Furthermore, this commitment guarantees incumbent local exchange carriers
certain amounts of support regardless of the cost of providing service. While the 1996 Act
seeks to ensure service at reasonably comparable prices in high cost areas, it cannot be read
as any kind of an income guarantee for carriers in high cost areas. Giving incumbent local
exchange carriers preference in the receipt of universal service support is discriminatory,
anticompetitive and unjustified.

While the 1996 Act requires support to be “portable”, as a practical matter, the
absence of competition in these areas means only the current incumbent carrier will receive
support into the foreseeable future. Furthermore, if there is competition for customers in a

rural area, this competition itself will drive down costs and a “high cost” subsidy will no
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longer be necessary. However, under the Joint Board’s recommendation funding would

still be provided to that area.'’

0) THE FCC SHOULD CLEARLY DEFINE THE
“REASONABLY COMPARABLE” STANDARD
ESTABLISHED BY THE 1996 ACT.

The Joint Board’s definition of “reasonably comparable” rates only references a
range of hypothetical urban/rural rates, both within a state’s borders and among states
nationwide,'® but fails to specifically identify the rate level which should be maintained
as the comparability standard. The Joint Board further suggests that the FCC use average
forward looking costs as a proxy for rate comparability.'®

These two positions are inconsistent and will most likely produce different
outcomes. First, existing rates have been set by different state commissions using
different rate design methodology. Second, proxy models are based on forward-looking
cost methodology which may not accurately approximate existing rates, because existing
rates have been based on embedded costs.

Furthermore, the Joint Board’s interpretation that reasonably comparable means
that rates in a rural area should be comparable to rates in some “national” urban area
rather than comparable to urban rates within the same state could potentially cause
anomalous results. For example, rates in urban Denver may be higher than rates in
Miami for a variety of reasons. Under the Joint Board’s standard, residents in rural

Colorado would be entitled to rates that are reasonably comparable to Miami. Thus,

Colorado’s rural consumers could end up paying less than residents of downtown

17 Also, the hold harmless commitment increases the likelihood that some areas will be overcompensated,
thus creating competition for subsidies. See, Separate Statement of Chairman Julia Johnson and
Commissioner David Baker.

'® Second Recommended Decision, at paras. 15 and 18.

" 1d., at para. 42.
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Denver. A basic rule of statutory construction is that statutes must be interpreted to avoid
absurd results. This could not have been what was intended by the 1996 Act.

The Joint Board further explains its view of reasonably comparable by
recommending that “federal support be available to non-rural carriers serving consumers
In areas with costs significantly above the national average and whose average costs
throughout its study area significantly exceed the national average.”zo Essentially, the
Joint Board has replaced one vague standard with another one. The term significantly is
susceptible to as many interpretations as the term reasonably comparable.

The Joint Board attempts to remedy this situation by recommending a range
between 115 and 150 percent of the national weighted average cost per line be used to
determine when rates are “significantly above the national average.””' The Joint State
Commissions concur with Commissioners Tristani and Furchgott-Roth that it is unclear,
given the record, how the Joint Board reached this determination. Such a determination
may be shown to be correct, but only after a full disclosure of the model and its inputs is
made. The Joint State Commissions are hesitant to support this conclusion given the
incomplete record regarding the model. Therefore, the Joint State Commissions
recommend that the FCC reconsider adopting this conclusion until such time as the
model and its inputs are made available for all states to review.

Based on this “standard,” the Joint Board concludes:

Some states may face significant obstacles in maintaining
reasonably comparable rates and may find that solving this
problem by state action alone is impossible or unreasonable
in some instances. For this reason, we believe that
additional federal support may be needed to ensure that

rates are reasonably comparable, as required by section
254(b)(3).2

*°1d., at para. 19 (emphasis added).
o Id., at para. 43.
21d., at para. 40.
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However, the Joint Board could not specify the amount of support required by the
comparability standard.

The FCC should further investigate the issue of reasonably comparable rates.
First, the FCC needs to determine whether existing rates are already reasonably
comparable before agreeing to increase the size of the existing fund. If this determination
is not made, the FCC may be changing a system that works for one that is at best untried
and untested. Second, the FCC should determine whether forward looking costs can

reasonably approximate existing rates.

D) THE FCC SHOULD CONSIDER PLACING CONDITIONS
ON THE RECEIPT OF FEDERAL SUPPORT.

It is not at all unusual for federal programs to place conditions on receipt of
federal funding. Conditions ensure that funding goes to those who need it most and that
the funding is spent as intended. Even the FCC has recognized the legitimacy of placing

conditions on the receipt of universal service funding. In the First Universal Service

Order, the FCC required ‘“states to establish intrastate discounts at least equal to the
discounts on interstate services as a condition of federal universal service support for
schools and libraries in that state.”®

As the Joint State Commissions demonstrated previously, there is no need for a
universal service fund that exceeds the amount of high cost support provided to non-rural

carriers through the current mechanisms. However, as a condition of receiving funding,

the FCC should better target support by considering household income in addition to

 First Universal Service Order, at para. 550 (emphasis added). The Joint Board itself recommended that
the FCC require carriers to certify that they will apply federal high cost universal service support in a
manner consistent with section 254. Second Recommended Decision, at para. 57.
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access costs in determining eligibility for high cost support.?*  The FCC’s high cost
subsidy program should take into account the greater ability of high income households
to pay for basic local exchange service.”> Ignoring a household’s ability to pay the true
cost of service imposes real and substantial costs on society.

In the First Universal Service Order, the FCC agreed with the Joint Board and

found that consumer income level should be a factor in developing a universal service

® More specifically, the FCC defined affordability to contain an absolute

mechanism.
component that takes into account an individual’s ability to pay for telephone service as
well as a relative component that accounts for whether consumers are spending a
disproportionate amount of their income on telephone services.”’

Household income level also affects whether rates are reasonably comparable.
For example, if a household with an income of $100,000 pays approximately $167.00 a
month for telephone service, this cost is reasonably comparable to a household with an
income of $20,000 paying $34.00 per month for telephone service since both are
spending approximately two percent of their income for the services.”®

While in some cases the social benefits of subsidies justify the inefficiencies they
cause, this is clearly not the case with regard to high cost funding for the wealthy.

Wealth transfers to consumers with relatively high incomes advance absolutely no

identifiable social goals.

* The Joint Board notes the need for targeting federal support to the areas of greatest need. Second
Recommended Decision, at para. 41. While Joint Board refers to targeting additional federal support, there
is no rational basis for not targeting existing support to those who need it most.
% Limiting funding by income is not a new concept for the FCC. The FCC decided to base the level of
subsidies for schools and libraries in large part on the relative wealth of the individual school or library.
Id., at paras. 498-500.
ij irst Universal Service Qrder, at para. 110.

Id.
% Arguably, the $34.00 a month is more of a hardship on the consumer with the lower income since that
household would have less disposable income.
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Rather than simply state that it agrees that income levels are a factor to be
considered, the FCC should specifically restrict high cost funding to only those
households with incomes below the seventieth income percentile.”® This restriction will
focus support on households actually requiring assistance to obtain basic
telecommunications services and will reduce requirements for users to subsidize services
provided to those who can afford to pay on their own.

Finally, the Joint Board recognized that some states may lack the authority or
desire to impose constraints or conditions on the use of federal high cost support. Based
on this information, the Joint Board determined that the FCC should not require any state
action as a condition for carriers to receive high cost support.®

The Joint State Commissions disagree with the Joint Board’s conclusion. Those
states which lack the regulatory authority to ensure that federal funds are used
appropriately should not receive any federal funding. Essentially, the residents of that
state, through their legislature, have determined that the telephone industry in that state
should be treated like any other competitive industry. Treating the carrier as if it is in a
competitive industry means not receiving subsidies that are the product of regulation
elsewhere. Finally, any state that simply lacks the desire to ensure the appropriate use of

federal subsidies certainly does not deserve to receive any funding.”'

# A study by Economics and Technology, Inc. demonstrates that at least 20 percent of the high cost fund
could be eliminated if support were limited to households with incomes below the seventieth percentile.
Defining the Universal Service “Affordability” Requirement; A Proposal for Considering Community
Income As a Factor in Universal Service Support, at page 3.

% Second Recommended Decision, at para. 58.

3! As Comm. Schoenfelder stated, “[T]he state regulators are in the best position to ensure that the support
is applied to the rates, services and facilities that it was intended to support... State regulators must have
the authority to ensure that universal support is used to maintain and upgrade facilities to provide quality
service in rural areas.” Separate statement of Commissioner Laska Schoenfelder, dissenting, at page 3.
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E) THE FCC SHOULD DELAY THE
IMPLEMENTATION OF THE PROXY
MODEL UNTIL THE RESULTS ARE
SUBJECTED TO MEANINGFUL REVIEW.
In addition to determining an affordable rate, calculating the cost of providing
universal service is key. Thus, the choice of a cost model platform and associated cost

inputs is a crucial step in determining the amount of support required. In the Second

Recommended Decision, the Joint Board states that it is recommending “a federal high

cost support mechanism for non-rural carriers that enables rates to remain affordable and

reasonably comparable, even as competition develops, but that is no larger than necessary

to satisfy the statutory mandate.”*> The Joint Board further states its belief that “sizing

the fund correctly is essential to ensuring that all consumers across the country benefit

933

from universal service,””” and that they “fully anticipate that the model results will

furnish reasonable cost estimates for all regions of the country that can provide the basis
for determining federal high cost support.”**

However, the Joint Board’s conclusions are not based on any evidence in the
record. The Joint Board has recommended a framework without any indication of how
this proposed framework will actually affect the universal service program. There are no
actual numbers, because the results of the proxy cost model, upon which the Joint Board
relies, are not complete. Therefore, it is impossible for anyone, including members of the
Joint Board, to identify all of the impacts of any decision based upon these
recommendations. The Joint State Commissions do not believe that it is good public

policy to adopt such recommendations, which may cause unintended consequences that

are not in the public interest.

;z Second Recommended Decision, at para. 3 (emphasis added).
Id.
**1d., at para. 29.
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The Joint Board’s acceptance of the cost proxy model absent any supporting data
is extremely alarming. The importance of the proxy model to an appropriate federal
program cannot be overstated. The Joint Board’s relinquishing any authority it may
have had to review this model is particularly disturbing given the fact that the Joint Board
already has concluded that additional federal funding is needed.”

The Joint Board attempts to resolve this dilemma by recommending that the
existing system be maintained unless the model produces consistent and rational results.*
While this recommendation is commendable, the Joint Board makes no provision for
review of the proxy model results by interested parties. Essentially, if the FCC is
satisfied with the model’s results, it may begin using this model to determine and
distribute funding on July 1, 1999.

The Joint State Commissions recommend referring the issue back to the Joint
Board after the inputs have been selected and cost estimates can be provided. This
referral will give the states an important degree of input into the decisions that greatly
affect them. The FCC should delay all decisions that could alter the size of the fund
until after the results of its proxy model are available and reviewed by interested parties.

F) THE FCC SHOULD CLARIFY THAT STATES ARE NOT
REQUIRED TO ESTABLISH THEIR OWN UNIVERSAL
SERVICE FUNDS.
Section 254(f) of the 1996 Act does not grant the FCC authority to mandate that a
state establish an intrastate universal service fund. However, the Joint State Commissions
are concerned about the Joint Board’s apparent inconsistency regarding the

implementation of, in particular, intrastate high cost funds. Specifically, the Joint Board

% See, e.g., Second Recommended Decision, at para. 40 and 41. How the Joint Board could reach this
conclusion without the benefit of any numbers is simply incomprehensible and demonstrates the arbitrary
nature of that conclusion.

*1d., at para. 29.
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stated that the federal fund “need not take into account the state’s authority and ability to

37 In contrast, the Joint Board

establish state universal service support mechanisms...
later states that federal support should only be used to supplement a state’s ability to
address its own universal service needs”®

These statements could be interpreted as requiring that a state fund be established
either to supplement the federal fund or determine the appropriate level of federal support.
The Joint State Commissions are concerned with this conclusion because some states may
not have the authority to establish such a fund, absent action by their legislature.
Furthermore, any such requirement would vielate section 254(f) of the 1996 Act, which
provides that a state may create its own universal service program. The Joint State
Commissions recommend that the FCC clarify the purpose of the state funds and whether
development of these funds will be required to determine the level of support a state will
receive.

G) THE FCC SHOULD INVESTIGATE FURTHER THE
POSSIBILITY OF PROVIDING HIGH COST SUPPORT
TO THE STATES IN THE FORM OF BLOCK GRANTS.

In paragraph 61, the Joint Board recommends that the FCC not adopt the “block
grant” proposal which would give distribution responsibilities to the State commissions.
Again, the Joint State Commissions concur with those Joint Board members who
dissented from the majority’s position on this issue, since the conclusion is not fully
supported in the record. Therefore, the Joint State Commissions recommend that the

FCC reconsider alternative distribution proposals and at the very least provide more

support for its conclusion.

3" Second Recommended Decision, at para. 37.
*#1d., at para. 44
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IV. CONCLUSION

The Joint State Commissions fully recognize and support the public policy goals
of universal service. The Joint State Commissions believe that continued federal-state
cooperation 1s essential to ensure that all markets and subscribers receive the benefits of
competition.

The Joint State Commissions look forward to continuing to work with the FCC to
ensure that our mutual goal of universal service is maintained. For the foregoing reasons,
the Joint State Commissions respectfully request that the FCC incorporate into the final

rule issued in this proceeding the positions and suggestions discussed in these comments.
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